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R E: Retail Electric Competition - June 25, 1998 Draft of Proposed Rule Revisions

De a r Mr. Willia ms on,

Pursuant to your June  25, 1998 le tte r, PG&E Ene rgy Se rvice s  submits  the  following comments
with re spe ct to the  IS  Dra ft of propose d re vis ions  to the  Re ta il Ele ctric Compe tition Rule s .

GENERAL CO MME NTS

On the whole, we complement the Staff on the quality and comprehensiveness of the proposed
revisions. The new provisions on generation tagging and emissions characteristics are, however,
problematic and our concerns are addressed below.

S P ECIFIC CO MME NTS

Reporting and Labeling Requirements

Sections R14-2-1614.A.3 and 10 and Sections R14-2-1618.c.1, 2, 3, 4, 5, 6, 7 and E, G and H
require generation composition and emissions information for an ESP's entire sades base. These
sections must be changed to apply only to that portion of an ESP's sales for which a marketing
representation is made to customers about the composition of electricity as in, for instance, a
renewable product.

We M11 generally not know the source of much of the power we are selling. We will largely be
selling what is known as "system power." Much of our electricity will be obtained in very active
trading markets wherein blocks of electricity exchange hands a number of times. Unless we are
the original purchaser, we will not be able to find out the generation composition or emissions
information. We cannot require the earlier "owners" of such power to pass along this
information.

Clearly, for any product for which we mace an environmental quality claim, we will back up that
claim. In such instances, we will be incuring the extra cost of owning or directly purchasing
and tracking renewable resources. Such costs will necessarily be borne by customers purchasing
renewable products for this to be viable in the long run.

PG&E Energy Services is not the same company as Pacific Gas and Electric "company. ire tai=i?y PG&E Ere
is not regulated by the California Public Utilities Commission: and you do not i'18Vc Zu e

in order to continue to receive quaiisy regulated services from Pacific Gas and Eiecrric Company. the utility.

nervyServices
buy PG&E Energy Services products
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It is  our unders tanding tha t these  sections  of the  rules  have  not been scrutinized in a  manner
s imila r to mos t othe r is sue s  in working group e fforts . We  would be  willing to pa rticipa te  in a
working group on this  is sue . PG&E Ene rgy Se rvice s  is  sens itive  to environmenta l is sues  and we
be lie ve  the re  a re  comme rcia lly via ble  e nvironme nta lly frie ndly products . We  curre ntly ha ve  a
re ne wa ble  product in te s ting in Ca lifornia  with re s ide ntia l cus tome rs .

Aggregat ion

1. Give n the  ove ra ll 20% ce iling on cus tome r e ligibility for the  firs t two ye a rs , ple a se  cons ide r
reducing the  aggrega tion thre sholds  back to the  origina l 20 kilowa tts  (and a  corre sponding
monthly ma ximum of 8, 250 kilowa tt-hours  for those  la cking de ma nd me te rs ). 16,500 kilowa tt-
hours  is  s imply too high a  thre shold. 16,500 a t 40 kilowa tts  demand equa te s  to a  57% load factor
in the  pe a k month. This  me a ns  loa d fa ctors  in the  othe r ll months  a re  like ly to s ignifica ntly
exceed 57%. We  be lieve  compe tition can bene fit mos t those  cus tomers  us ing e lectricity
re la tive ly ine fficie ntly toda y a nd ye t the  Commiss ion's  16,500 ldlowa tt-hour thre shold a llows
only the  mos t e fficient cus tomers  without demand me te rs  to be  e ligible .

2. P le a se  cla rify the  me thod for de te rmining a  cus tome r's  pe a k loa d for e ligibility purpose s . We
re comme nd tha t the  rule s  in R14-2-l604 S e ctions  A a nd B inse rt the  word "non-coincide nt"
be fore  "pe a k de ma nd." Non-coincide nt is  the  de ma nd me a sure me nt use d in e xis ting billing.
This  cla rifica tion is  needed so tha t an Affected Utility cannot a sse rt tha t the  Commiss ion meant
"coincident" peak demand. The re  a re  tens  of thousands  of me te rs  in place  dirt measure  "non-
coincident" peak demand and only a  few hundred which measure  "coincident" peak demand;

Rates for Unbundled Services

Our "cc&n" applica tion pre sented extens ive  informa tion and rea sons  tha t we  had hoped would
le a d to re vis ions  in R14-2-l606.H (Ra te s  for Unbundle d Se rvice s ) to e limina te  the  conce pt of a
cos t based s ingle  ra te  for compe titive ly provide d se rvice s . Such a  conce pt is  out of sync with
comme rcia l re a lity. In our cc&n a pplica tion, we  indica te d we  would ne ithe r price  be low short-
run margina l cos t nor price  above  30 cents  pe r ldlowa tt-hour. The  la tte r number we  se lected
because  it was  the  pena lty amount for the  sola r portfolio s tanda rd. We  mus t have  the  flexibility
to price  our compe titive  products  be tween these  numbers  a s  marke t conditions , financing
products  and cus tomer negotia tions  dicta te . If we  cha rge  too high a  compe titive  price , cus tomers
ca n a nd will switch to othe r lowe r price d provide rs . Tha t is  the  diffe re nce  be twe e n compe tition
and regula ted monopoly.

6900 Camelback Road - Suite 800 - Scottsdale, Arizona 85251 Phone: 888.994.3902 Fax: 502.994.4438 A PG&E Company
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Scheduled ()stage Notification

R14-2-i613.D conta ins  a  ne w re quire me nt for ESP 's  to notify cus tome rs  a nd the  Commiss ion
a bout outa ge s  a nd inte rruptions . This  ne w re quire me nt should be  e limina te d. Firs t, re lia bility is
the  re spons ibility of the  Affected Utility and the  independent Sys tem Opera tor and not a  non-
utility ES P . The  ES P  S e rvice  Agre e me nts  a re  the  prope r forum for providing a n Affe cte d Utility
the  financia l a ssurances  tha t imba lances  will be  compensa ted for prope rly. We  have  a lready
provided Commiss ion S ta ff with dra ft language  tha t addresses  this  issue .

ESP Service Agreements

To da te , no Affected Utility has  expressed any inte res t or willingness  to negotia te  an ESP
S e rvice  Agre e me nt with us . Obvious ly, our a ffilia te  P a cific Ga s  & Ele ctric Compa ny ha s  such
a gre e me nts  e xis ting with a  numbe r of Arizona  utilitie s .

The  Commiss ion's  revised rule s  now require  such an agreement a s  a  precondition for cc&n
approva l (R14-2-1603 Section F.3). Hence , we  reques t the  Commiss iOn's  he lp in motiva ting the
Arizona  Affe cte d Utilitie s . We  re comme nd:

1. The  ACC re quire  e a ch a ffe cte d utility to offe r a  re a sona ble s ta nda rd ESP Se rvice  Agreement
by a  da te  ce rta in, of say, August 1, 1998.

2. The  ACC re quire  e a ch a ffe cte d utility to offe r ide ntica l or be tte r te rms  to ne w e ntra nts  filing
time ly cc&n a pplica tions  e a rlie r tha n it offe rs  a n ESP  Se rvice  Agre e me nt to its  own a ffilia te .

Contracts

R14-2-l612.C re quire s  "contra cts  whose  te rm is  1 ye a r or more  a nd for se rvice  of 1 MW or more
mus t be  file d with the  Dire ctor of the  Utilitie s  Divis ion." We  re que s t the  Commis s ion e limina te
this  re quire me nt. Alte rna tive ly a nd minima lly, the  Commis s ion mus t provide  confide ntia lity for
file d contra cts .

Buy- Through

Se ction R14-2-1604.H a llows  a n Affe cte d Utility to e nga ge  in buy-through a rra nge me nts . Give n
othe r rule  revis ions , we  a re  now unce rta in a s  to why this  provis ion rema ins  and to whom it
applie s . It appea rs  redundant with direct access  se rvice  and should be  e limina ted from the  rule s .
If it is  not re dunda nt, we  mus t a sk wha t a dditiona l be ne fit buy-through conve ys  whe n it if
offe re d by a n Affe cte d Utility to a  cus tome r?  We  fe a r it offe rs  be ne ficia l tra nsmiss ion a cce ss
a nd / or a dditiona l price  discounts . If buy-through is  a dditiona lly be ne ficia l, the n it is  a nothe r
marke ting tool for an a ffected utility to use  to re ta in cus tomers  by offe ring fea ture s  supe rior to

Ml
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standard offer. The proposed affiliate rules do not adequately address this concern because buy-
through originates from within the utility.

Is it possibly the Commission's intent for buy-through to apply only to those customers not
otherwise eligible on January 1, 1999? Is it the Commission's intent that Affected Utility's must
offer the same buy-through terms to a company such as PG&E Energy Services so that we can in
tum offer identical buy-through arrangements and not be disadvantaged? Please clarify the rules
for buy-through.

Unbundled Billing Elements

We applaud the  S ta ff for requiring tha t S tanda rd Offe r bills  display cos t e lements . We  be lieve
many Arizona  cus tomers  will see  tha t they a re  paying 7 cents , 8 cents  or more  pe r kilowa tt hour
for gene ra tion a lone  and will de rive  incentive  to shop e lsewhere .

For S ta nda rd Offe r bills , ple a se  cons ide r combining the  "CTC" cha rge  into "ge ne ra tion" We
sugges t this  because : 1) S tanda rd offe r cus tomers  do not technica lly pay "CTC" unde r the  rule s ,
and 2) "CTC" displayed on direct a cce ss  bills  will be  le ss  than the impute d "CTC" on S ta nda rd
Offe r ta riffs  and the re  is  no reason to confuse  cus tomers .

Ru le  Ma rku p s

Attached are pages 27 and 30 of the Draft rules with suggested deletions and insertions.

4

Respectfully submitted,

PG&E ENERGY SERVICES CORPORATION

By 4¢4 K
Tom Broderick

cc: Docket Control
Larry Robertson

6900 Camelback Road . Suite 800 - Scottsdale, Arizona 85251 Phone: 888.994.3902 Fax: 602.994.4438 A PG&E Company
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B. An Affected Utility shall not provide competitive services. However, this rule does not
preclude an Affected Utility's affiliate from providing competitive services.

R14-2-1617 Electric Affiliate Transaction Rules.
A. Separation: An Affected Utility and its affiliates shall operate as separate corporate

entities. Books and records shall be kept separate, in accordance with applicable Uniform
System of Accounts (USOA) and Generally Accepted Accounting Procedures (GAAP).
The books and records of any utility affiliate shall be open for examination by the
Commission and its staff consistent with the provisions set forth in A.A.C. R14-2-1614.

1. An Affected Utility shall not share office space, equipment, services, and systems
with its affiliates, nor shall an Affected Utility and its affiliates access any computer
or information systems of one another, unless expressly provided for in these rules.

2. An Affected utility, its parent holding company, or a separate affiliate created solely
for the purpose of corporate support functions, may share with its affiliates joint

0 -nrnf1-r-»~ -..4
support shall be priced, reported and conducted in accordance with all applicable
Commission pricing and reporting requirements. An Affected Utility shall not use
shared corporate support functions as a means to transfer confidential information,
allow preferential treatment, or create - opportunities for cross-
subsidization of its affiliates.

corporate oversight, governance, -supper . ner=f~'"'°I, 91 A l l y s h a r e d
2,

Dcléte,

3. An Affected Utility shall not trade, promote, or advertise its affiliate's affiliation
with the utility, nor allow its name or logo to be used by the affiliate in any material
circulated by the affiliate, unless it discloses in plain legible or audible language, on
the first page or at the first instance the Affected Utility name or logo appears, that:

a. The affiliate is not the same company as the Affected Utility; and

b. Customers do not have to buy. the affiliate product in
receive quality regulated services from the

order to continue to

4. An Affected Utility shall not offer or provide to its affiliates advertising space in any
customer written communication unless it provides access to all other unaffiliated
service providers on the same terms and conditions.

5. An Affected Utility shall not participate in joint advertising, marketing or sales with
its affiliates, or cause any joint communication and correspondence with any
existing or potential customer.

6. Except as provided in Section A.2, an Affected Utility and its affiliate shall not
jointly employ the same employees. This rule applies to Board of Directors and
corporate officers. However, any board member or corporate officer of a holding
company may also serve in the same capacity with the Affected Utility or its

J une  23, 1998 Dra ft 27
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affiliate, but not both. Where the Affected Utility is a multi-state utility, is not a
member of a holding company structure, and assumes the corporate governance
functions for its affiliates, the prohibition outlined in this section shall only apply to
affiliates that operate within Arizona.

7. Transfer of Goods and Services: to the extent that these rules do not prohibit
transfer of goods and services between an Affected Utility and its affiliates, all such
transfers shall be subject to the following price provisions:

a. Transfers from an ABjected Utility to an affiliate of goods or services for sale
on the open market shall be priced at the lower of cost or fair market value.
Transfers from an affiliate to its affiliated utility shall be priced at the higher
of cost or fair market value. .

b. Goods and services produced, purchased or developed for sale on the open
market by the Affected Utility will be 'provided to its affiliates and
unaffiliated companies on a nondiscriminatory basis, except as otherwise
permitted by these rules or applicable law.

c. Good and services not produced, purchased or developed for sale by an
Affected Utility to its affiliates hall be priced at fully loaded cost, plus 5% of
direct labor costs. Transfers from an affiliate to an Affected Utility for such
goods and services shall be priced at the lower of fully loaded cost or fair
market value.

c. Compliance Plans: No later than December 31, 1998, each A8'ected Utility shall tile a
compliance plan with the Commission demonstrating to the procedures and mechanisms
implemented to ensure that activity prohibited by these~ rules will not take place. The
compliance plan shall be submitted to the Utility Division and shall be in effect until a
determination is made regarding its adequacy under these rules. The compliance plan
shall thereafter be submitted annually to reflect any material changes.

1. New Affiliate Compliance Plan: For .each newly created affiliate subject to these
rules, an Affected Utility shall life a compliance plan to be submitted to the Utility
Division for review. The compliance plan shall demonstrate how the utility will
implement these rules with respect to the new affiliate.

2. No later than December 31, 1999, and every year thereafter, an Affected Utility shall
have audits prepared by independent auditors which verify that the utility is in
compliance with the rules set forth herein. Audits shall be prepared at shareholder
expense.

D. Disclosure: An Affected Utility shall provide customer information to its affiliates and non-
affiliates on a non-discriminatory basis, provided prior affirmative customer written
consent is obtained. Any non-customer specific non-public information shall be made

June 23, 1998 Draft
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contemporaneously available by an Affected Utility to its affiliates and all other service
providers on the same terms and conditions.

1. Any list provided by an Affected Utility to its customers which includes or identifies
the utility's affiliates must include or identify non-affiliated entities as well. If a
customer request is made, the Affected Utility shall provide the customer with a list
of all providers of electricity or utility related goods and services operating in its
service territory, including its affiliates.

2. An Affected Utility may provide non-publie supplier information and data which it
has received from unaffiliated suppliers to its affiliates or nonaffiliated entities only
if the utility receives prior authorization from the supplier.

3. Except as otherwise provided in these rules, an Affected Utility shall not offer or
provide customers advice or assistance with regard to its affiliates or other service
providers.

4. An Affected Utility shall maintain contemporaneous records documenting all
tariffed and non-tariffed transactions with its affiliates, including but not limited to,
all waivers of tariff or contract provisions and all discounts. These records shall be
maintained for a period of three years, or longer if required by this Commission or
another governmental agency.

5. An Affected Utility shall maintain a record of all contracts and related bids for the
provision of work, product or services to and from a utility to its affiliates for a
period of three years, or longer if required by this Commission or _'another
governmental agency.

6. To the extent that reporting rules imposed by FERC require more detailed
information or more expeditious reporting, nothing in these rules shall be construed
to modify such FERC requirements.

E . Nondiscrimination: an A.ffected Utility shall not represent that, as a result of the affiliation
with the utility, its affiliates or customers of affiliates will receive any treatment different
from that provided to other, non-affiliated entities or their customers. An Affected Utility
shall not provide its affiliates, or customers of its affiliates, any preference over non-
affiliated suppliers or their customers in the provision of services provided by the utility.

1. Discounts: Except when made generally available by an Affected Utility through an
open, competitive bidd'mg process, if the Affected Utility offers a discount or waives
all or any part of any charge or fee to its affiliates, or offers a discount or waiver for
a transaction in which its affiliates are involved, the utility shall contemporaneously
make such discount or waiver available to all similarly situated market participants.
All competitors serving the same market as the Affected Utility's affiliates shall be
offered the same discount as the discount received by the affiliate.

June 23, 1998 Draft
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2. If a tariff provision allows for discretion in its application, an Affected Utility shall
apply that provision equally among its affiliates and all other market participants
and their respective customers. If there is no discretion in the tariff provision, the
Affected Utility shall strictly enforce that tariff provision.

3. Requests from affiliates and not~affiliated entities and their customers for similar
services provided. by the Affected Utility shall be processed equally and within the
same time. . .

4. An Affected Utility shall not condition or otherwise tie the provision of any service
provided, nor the availability of discounts of rates or other charges or fees, rebates
or waivers of terms and conditions of any services, to the taking of any goods or
services from its affiliates.

5. An Affected Utility shall not assign customers to which it currently provides services
to any affiliate by any means, unless that means is equally available to all
competitors.

6. In the course of business development and customer relations, except as otherwise
provided for in these rules, an Affected Utility shalljrofrnin ft-old

a. providing leads to its affiliates; .  ,
e

b. soliciting business on behalf of affiliates;
3

c. acquiring information on behalf of, or provide to, its affiliates; and
e

d. sharing- market analysis reports or any non-publicly available reports,
inclfizling but not limited to market, forecast, planning or strategic reports,
with its affiliates.

7. Any discounted rate, rebate, or other waiver of a charge or fee associated with
services provided by an Affected Utility shall be recorded and maintained, for each
billing period, with the following information:

a. name of the entity being provided services;

b. the afi'1liate's role in the transaction;

c. the duration of the discount or waiver;

d. the maximum rate;

e. the rate or fee actually charged during the billing period; and

f. the quantity of products or services scheduled at the discounted rate during
the billing period for each delivery point.

June 23, 1998 Draft 30
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4 Certificate of Service

I hereby certify that I have on the 6th day of July, 1998,
served a copy of the foregoing Comments of PG&E Energy Services
Corporation on the Arizona Corporation Commission Staff' s June 25,
1998 Draft of Proposed Revisions to Retail Electric Competition
Rules on the following parties or counsel of record, by mailing a
copy thereof, properly addressed with first class postage prepaid
to:

Betty Pruitt
Arizona Community.Action.Assoc.
202 E. McDowell Road, Suite 255
Phoenix, AZ 85004-4535

Lex Smith/Michael Patten
Brown & Bain PC
2901 North Central Avenue
Phoenix, A s 85001-0400

Bradley Carroll
Tucson Electric Power Company
Post Office Box 711
Tucson, AZ 85702

Steve Wheeler/Thomas M. Mum aw
Snell & Wilmer
One Arizona Center
400 East Van Buren Street
Phoenix, AZ 85004-0001

Craig Marks
Citizens Utilities Company
2901 n. Central Ave., Ste. 1660
Phoenix, AZ 85012

William Sullivan
Martinez & Curtis PC
2716 North 7th Street
Phoenix, AZ 85006

c. Webb Crockett
Fennemore Craig
3003 N. Central Ave., Ste.
Phoenix, AZ 85012-2913

2600
Douglas Nelson
Douglas c. Nelson PC
7000 N. 16th St., Suite 120-307
Phoenix, AZ 85020

Robert S. Lynch
340 East Palm Lane, Suite
Phoenix, AZ 85004-4529

140 Barbara Klemstine
Arizona Public Service Company
Law Department, Station 9909
Post Office Box 53999
Phoenix, AZ 85072-3999

Paul Bullis, Chief Counsel
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Central Avenue I
Albert Sterman
Arizona Consumers Council
2849 East 8th Street
Tucson, AZ 85716

Teena Ingram Wolfe
RUCO
2828 North
Suite 1200
Phoenix, AZ 85004

Investors
Michael Grant
Gallagher & Kennedy
2600 North Central Avenue
Phoenix, AZ 85004

Walter W. Meek
Arizona Utility
Association
2100 n. Central Ave.
Phoenix, AZ 85004

I Ste. 210

Fund of theSuzanne Dallimore
Attorney General's Office
1275 West Washington Street
Phoenix, AZ 85007

Rick Gilliam
Land and Water
Rockies
2260 Baseline Road,
Boulder, CO 80302

Suite 200
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Norman J. Furuta
Department of the Navy
900 Commodore Drive, Bldg.
San Bruno, CA 94066-5006

107

Barbara Sherman
120 East McKellips Road
Tempe, AZ 85281

Loretta Humphrey/Ae Tosser
Principal City Attorney's
Office
Post Office Box 27210
Tucson, AZ 85726-7210

Chris S. King
Cell Net Data System
125 Shoreway Road
San Carlos, CA 94070

Department of Energy - WAPA
Desert Southwest Customer
Service
ATTN: JAMES H.
P.O. Box 6457
Phoenix, AZ 85005-6457

CHARTERS

ITRO, INC.
ATTN: BARRY E. GOODSTADT
2818 n. Sullivan Road
Spokane, Washington 99216

By:

Lawrence v. Robertson, Jr.
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